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Economic and Industrial Control Under NRA 


(Continued) 


INFORMATION SERVICE last week carried the discussion 
of economic control under the NRA to the point where 
the administration became conscious that revisions might 
be necessary. 


Report OF DISTRIBUTION AND CONSUMER SERVICE TRADES 
CoMMITTEE 

In February, General Johnson announced a “field day” 
for criticism and suggestions for improvements of NRA 
procedure. In his address on that occasion he raised 12 
points for consideration and after the meeting appointed 
a Distribution and Consumer Service Trades Committee 
to make recommendations on these and other points. The 
Committee promptly organized and got into action. On 
March 28 it issued a report, excerpts from which are 
given below. 

In reply to a suggestion for “a more uniform and 
equitable rule of national price stabilization” and “fur- 
ther insurance against increase in prices faster than 
increase in purchasing power” the Committee concludes 
that the “open-price principle” offers sufficient protection 
to manufacturers “against cut-throat competition and to 
thet extent offers a certain measure of assurance of 
maintaining a fair average wage level.”* Furthermore, 
the Committee believes, it protects the small producer 
against the unjustifiable demands of mass buyers for 
price concessions. The Committee recommends that 
producers be required to file prices with the Administrator 
as well as with code authorities. Where prices are filed 
for different classes of customers, the Committee sug- 
gests that there should also be different prices for varying 
quantities. 

The Committee believes that “price adjustments re- 
sulting from the elimination of predatory and cut-throat 
competition or because of increased costs of labor and 
materials, or by taxes or other costs directly imposed 
by statute, are fully justified. However, all substan- 
tial price increases filed should be accompanied by a dis- 
closure of the reasons therefor. 

“The Administrator should require members of indus- 
tries making price advances under open-price provisions 
to produce cost records where it appears that unwar- 
ranted price advances have been made. 

“Prices filed under any open-price plans should be open 
to the inspection of any interested party.” 


1 Printed in full in New York Times, March 29, 1934. 


General Johnson asked for a more effective rule for 
limiting sales below cost of production, a concept which, 
we pointed out last week, is very hard to define. 

Although the Committee believes that it is impossible 
to “outline a definite rule for determining base costs 
which can be applied to all,” it declares that “base prices 
must be established which will approximate the invoice 
or current market cost of the efficient smaller operator 
and that sales below such established bases” must be 
“treated as unfair competition in violation of the respec- 
tive codes.” (Italics ours.) 

The Committee insists that “the object of such a pro- 
vision is not to guarantee a profit to any distributer nor 
to perpetuate the inefficient.” On the contrary “the need 
for the existence of efficient small business establishments 
is fully recognized and has been unquestionably demon- 
strated in the public interest, and those entitled to con- 
tinue in business will amply demonstrate their efficiency 
when relieved of the price handicaps under which they 
now labor. 

“Many businesses are suffering as the result of price 
differentials allowed large distributers which are out of 
proportion to actual economies effected through quantity 
purchases.” 

Furthermore, “problems of price stabilization in service 
trades requiring fair and reasonable prices are recognized 
and price study boards under the various service trade 
code authorities are recommended for the determination 
of what such fair prices should be all of which shall 
be subject to the approval of the Administrator.” 

As for “uniformity of wages and hourly rates in com- 
petitive industries” suggested by General Johnson, the 
Committee has “presumed that each industry has been 
allowed to fix reasonable minimum wages and maximum 
hours based upon the requirements of the industry, and 
with relation to former practices. It is the opinion of 
the Committee that departure from this practice would 
result in undue hardships upon business in many in- 
stances. 

“However, if such provisions have resulted in giving 
one industry a competitive advantage over another, there 
should be a joint meeting of the code authorities of the 
affected industries for the purpose of attempting to reach 
a decision that will eliminate the competitive handicap.” 

The Committee regards such a method as “much more 
equitable than arbitrary establishment of uniform wages 
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and hours, particularly for industries which may be com- 
petitive only in part.” 

In respect to “the distributive and service trades” the 
Committee is of the opinion that wage differentials be- 
tween North and South should be maintained. 

General Johnson suggested further reduction in hours 
per week and further increase in hourly wages. Although 
the Committee “recognizes that the prime purpose for 
establishing minimum wages and maximum hours under 
code rule is to secure the largest practical amount of em- 
ployment possible, and to increase purchasing power” 
and although “wages and hours formulae adopted in 
most codes have produced material re-employment” it 
believes that “sufficient time has not elapsed since the 
approval of the majority of codes to fully test them and 
further increases in employment may be expected.” 

The Committee points out that satisfactory compliance 
with code provisions has not been attained and feels that 
time should be allowed to discover whether desired ob- 
jectives can be reached by present requirements for 
wages and hours. Although it recognizes that “active 
enforcement” is needed it believes that “compliance should 
be voluntary to a large extent.” This point is main- 
tained in spite of the fact that lack of compliance is “due 
to a deliberate effort of some to take advantage of com- 
petitors who have scrupulously observed code provisions.” 
It insists that “further reduction in hours and increase 
in wages before effective compliance is secured will in- 
crease the present handicap of those who are now loyally 
supoprting NRA.” 

If the Administrator believes that the problem of un- 
employment is so acute that it is impossible to permit 
a reasonable testing period the Committee urges that 
changes in wages and hours be made by individual indus- 
tries rather than by a blanket change as under the Presi- 
dent’s Re-employment Agreement. It suggests that a 
survey of all industries to determine which ones can 
provide more employment and better wages because their 
profit margins will permit it would be a more equitable 
procedure. 

In response to the Administrator’s request for sug- 
gestions on how to protect small business enterprises and 
consumers against monopoly control the Committee de- 
clares that monopoly is more likely to arise out of the 
way codes are administered than out of the provisions 
of the codes. Therefore, it stresses careful selection of 
code authority members to insure that all classes inter- 
ested are properly represented. However, the statement 
gives no indication whether the term “properly rep- 
resented” implies representation of consumers and labor. 
The Committee says that stress should also be put on 
speedy, impartial investigation of complaints followed 
by prompt remedial action. When changes in regula- 
tions are contemplated notice should be given to the code 
authorities of industries affected and sufficient time should 
be allowed for expression of their views before changes 
are made. And in all cases the changes should have the 
approval of the Administrator. 


As for the oppression of small business men in distribu- 
tive 2nd service fields, the Committee declares that “con- 
clusive evidence can be presented of hundreds of instances 
where large distributers are selling articles of merchan- 
dise at lower prices than smaller competing distributers 
are required to pay for them.” To prohibit “predatory 
cut prices in both distributive and service fields” the 
Committee has nothing more to offer than it suggested 


regarding a rule on sales below the cost of production, 
However, it believes that merchants in towns of less 
than 2,500 population ought not to be deprived of the 
benefit of the trade practice provisions of the codes and 
recommends that these provisions be made operative upon 
all merchants without regard to location. 

Pursuant to the request for recommendations as to 
methods for securing prompt and effective compliance to 
codes the Committee suggests (1) speedier action on 
complaints of code violations, (2) publicity regarding 
penalties imposed, (3) a well organized and active com- 
pliance field force, (4) notifications by national code 
authorities to local authorities of success in securing com- 
pliance, (5) reports by local authorities to national code 
authorities and the Administrator of complaints and viola- 
tions handled, (6) speedy enforcement of the requirement 
that the labor provisions of codes be posted, (7) wide an- 
nouncement of the fact that the names of those who 
complain of violations of the labor provisions will not 
be revealed, (8) an invitation to the public to report 
violations, (9) early release of the new code “eagles,” 
and (10) an inquiry by the Trade Association Division of 
NRA into the methods by which trade associations keep 
their members informed on code provisions and com- 
pliance. 

To the Administrator’s request for “a safe method of 
financing code administration without racketeering and 
abuse” by code authorities the Committee replied that 
code authorities should be required to submit for the 
approval of the Administrator proposed assessment plans 
and tentative budgets. Assessments should not be exces- 
sive or allowed to develop into a racket and violation of 
the Administrator’s regulations should result in prompt 
removal of the persons responsible from the code 
authority. “So far as financial operations are concerned, 
code authorities should be definitely separated from 
[trade] associations, and the accounting records of such 
organizations should clearly reveal such separation.” 

To the Administrator’s request for suggestions on 
“adequate labor and consumer representation in an ad- 
visory capacity on code administration” the Committee 
made no reply. In response to his request for suggestions 
on wider use of “the-mechanism for settling labor dis- 
putes in connection with code administration” the Com- 
mittee declared that labor disputes are outside the province 
of code authorities and should be differentiated from 
labor complaints as to the way codes are administered. 
It concurred in the following statement of the Consumer 
Goods Industrial Committee: “With the rights of labor 
clearly defined in the law and in the codes, and the full 
machinery established for the enforcement of those rights, 
the committee feels that the only thing necessary to insure 
a wider use of the mechanisms for settling labor disputes 
and accomplishing the purpose of NRA in avoiding indus- 
trial disturbances is a more general dissemination of 
information as to the existence of that mechanism and 
the method of setting it in motion.” 


ADMINISTRATIVE CHANGES 


On March 31, it was announced that the Adminis- 
trator had issued an order on reorganization of his staff 
for code administration. In this connection he established 
three boards: the Code Authority Policy Board, the 
Trade Practice Policy Board, and the Labor Policy 
Board. Each of these boards is composed of one rep- 
resentative each from the Labor, Industrial and Con- 
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sumers’ Advisory Board and one each from the Legal, 
Planning and Research Divisions of the NRA. Each 
board will have a chairman appointed by the Administrator 
and responsible to him. 


The Labor Policy Board will deal with all problems 
involving the labor provisions of the codes and all ques- 
tions of labor policy. Hours, wages, differentials, work- 
ing conditions, inconsistencies in codes for similar 
industries, etc., will come under its jurisdiction. The 
Trade Practice Policy Board will pay particular atten- 
tion to problems of price stabilization, buying and selling 
provisions of codes, costs, consumer protection, etc. The 
Code Authority Policy Board will deal with problems of 
classification ; overlapping and conflict of codes; the con- 
stitution, by-laws, and procedure of code authorities; 
collection of statistics and assessments by code authori- 
ties; and problems of abuses, oppression and discrimina- 
tion by code authorities. 


Doubtless this is the answer of General Johnson to 
the demands of labor and consumers for representation 
on code authorities and he expects “that there will be a 
great volume of work presented to these policy boards 
in the course of the present program of speedy comple- 
tion of codes for industries not yet codified, review and 
change of existing codes and efficient and expeditious 
code administration. For this reason full-time assign- 
ments of personnel will be mde to these boards. These 
boards will sit every day and will have a sufficient 
secretarial, clerical and technical staff to enable them 
to handle the volume of work coming to them and to 
render prompt decisions on all problems placed before 
them.” 


Controt Over DISPUTES 


The above action is also regarded by some observers 
as an expression of General Johnson’s determination to 
keep the adjustment of labor disputes as much as pos- 
sible under the NRA machinery and the codes (consist- 
ing of the adjustment machinery of the compliance 
boards and the industri>l relations boards set up under 
the codes) and away from the National Labor Board and 
the Regional Boards it has set up. The Labor Board was 
created to pass on disputes arising under the President’s 
Re-employment Agreement. Later it intervened in dis- 
putes arising under the codes and carried on elections 
to determine whether employes were properly represented. 
The Board was first attached to the NRA but later it was 
separated from it by executive order and given a budget 
independent of the NRA. These moves are said to have 
been regarded by the Administrator as an encroachment 
upon his prerogatives. In any case, he showed what 
a constructive use of his powers could accomplish in 
averting a strike in the districts of the bituminous coal 
industry which failed to reach an agreement with the 
miners by March 31. On that date he issued an order 
putting into effect in these districts a seven-hour day, 
a five-day week, and higher minimum wage rates as agreed 
upon by the operators and miners in the Appalachian 
region. 

In settling the labor dispute in the automobile indus- 
try the President interpreted Section 7 (a) to mean that 
employes have the right to organize “into a group or 
groups” and their freely chosen representatives “must be 
received collectively” to adjust disputes and “improve 
conditions of employment.” In the agreement the em- 
plovers promised “to bargain collectively with freely 
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chosen representatives.” Aside from the formation of 
a board to pass on disputed points and establish the 
status of representatives the interpretation of Section 
7 (a) by the President is perhaps the most important 
aspect of the settlement. He considers the settlement “a 
framework for a new structure of industrial relations” 
and that it has “charted a new course in social engineer- 
ing.” It remains to be seen what effect it will have on 
future developments under the NRA, particularly in in- 
dustries which thus far have tried to thwart labor’s effort 
to organize and bargain collectively. Doubtless it will 
also test the claims of employers that company unions 
are superior to trade or industrial unions for adjusting 
the relations of employers and employes. If the employes 
are really free to choose their form of organization and 
their representatives it will soon become evident what their 
preference is. 
EMPLOYMENT, WaceEs, Hours 


Recent reports from authoritative sources indicate that 
during February and March production has increased, 
wages have risen, and employment has increased. But 
there are still many millions unemployed and it remains 
a question whether the President will get a favorable 
response to his plea for a 10 per cent decrease in work- 
ing hours, a proportionate increase in wages, and greater 
employment. During negotiation of the recent bituminous 
coal agreement William Taylor, an operator, declared 
that in exchange for the privilege of price fixing allowed 
by the government the least the industry could do was 
to accede to the request of the President. Because the 
35-hour week would not provide enough employment 
Mr. Taylor recommended a 30-hour week, or a reduc- 
tion of 25 per cent in maximum hours. Even on this 
schedule he was convinced that more than enough coal 
could be produced and in this he was supported by the 
statistics of production in relation to the productive 
capacity of the industry. 

On April 1 it was reported that as a result of the 
slowness of industries in responding to the President’s 
request the Administrator had sent a questionnaire to 
the code authorities asking them whether they were going 
to comply with the President’s request and if not, why 
not. Business men who are wholeheartedly in sympathy 
with the NRA are reported as saying that further reduc- 
tions in hours and increases in wages in order to provide 
more employment and more purchasing power must be 
forced upon many employers. It is pointed out that 
there is a growing disposition among many industrialists 
to sit back and await developments, feeling assured that 
the NRA will collapse, and that “rugged individualism” 
will once again rule in industry. Perhaps this disposition 
is represented by the flour-milling industry which has 
decided to operate without a code and is pointed to as 
the first refusal of an entire industry to accept the 
administration’s recovery plans. 


PROTECTION OF CONSUMERS 


Manufacturers are primarily concerned about costs and 
profits. Many have objected to the added costs due to 
giving labor more favorable hours and wages. They wish 
to be free to cut labor costs in order to gain competitive 
advantage. If they conform to codes which fix minimum 
wages and maximum hours, they insist on price fixing 
arrangements which enable them to pass added costs on 
to consumers. The theory of paying higher wages in 
order to distribute more purchasing power is recognized 
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as sound when applied to the whole economic system, 
but many employers desire to hold down their labor costs 
although glad to have employers in other industries pay 
higher wages so that they may have a better market for 
their goods. Since most consumers are wage and salary 
workers the success of the NRA will depend not only on 
increases in employment and better wages but on holding 
down prices so that the added purchasing power dis- 
tributed will not be absorbed by business men in the 
form of profits and by investors in the form of divi- 
dends and interest. 

Even representatives of retail organizations are in- 
sisting that open price arrangements must not result in 
too great increases in prices. Otherwise their market is 
cut off. Channing E. Sweitzer, director of the National 
Retail Dry Goods Association, doubts whether the open 
price arrangement can be adequately safeguarded to pro- 
tect the consumer and declares that its “adoption is a 
serious danger to the whole recovery movement.” Pro- 
fessor Paul H. Nystrom, an expert on marketing, 
declared on March 31 that although the open price ar- 
rangement ‘seems innocent enough” its “purposes are 
definitely price fixing, market control, and monopoly.” 
Furthermore, it “will set prices high enough to increase 
profits for most concerns whether they are efficient or 
not.” And “if this method of market price control is 
adopted the public will have but one means of defense, 
namely, a public or government supervision and control 
over all business.” He is convinced that “under conditions 
of present public distress, a new economic system is 
proposed for which the public must pay through the nose 
for many years to come. It is regrettable that more busi- 
ness men do not themselves clearly see where these pro- 
posals will lead. In the long run, business as well as 
the public will suffer.” 


George A. Renard, secretary-treasurer of the National 
Association of Purchasing Agents, insists that manufac- 
turers and distributers who have used their codes to 
impose rigid mark-up restrictions are encouraging a new 
form of major competition, the consumer cooperative 
movement. Codes, as a rule, prohibit rebating to custom- 
ers any part of a mark-up in prices. Cooperatives, 
although they charge market prices, are able to declare 
dividends to their members and rebate in that manner. 


Consumer Councils have been established in 46 states 
by Professor Paul H. Douglas formerly of the Consumers 
Advisory Board of the NRA. The councils consist of 
representatives of women’s organizations, county agri- 
cultural agents, home demonstration agents, “dirt farm- 
ers,” housewives of moderate means, manual workers and 
representatives of consumers’ cooperatives. They pro- 
vide a perfect set-up for consumer cooperative buying. 
They are to act as watchdogs of consumer interests, re- 
porting cases of excessively high prices or monopolistic 
practices. 

Mr. Renard believes that manufacturers of supplies 
for industry are also threatening their markets by con- 
trol of prices and restrictive marketing conditions. Auto- 
mobile plants which object to higher prices of steel are 
preparing to produce their own supplies. The same trend 
is noticeable in other industries. Thus manufacturers of 
capital goods as well as those who produce consumer 
goods are developing opposition by price-raising tactics. 

Such tactics in individual industries may result in 
greater instability of the economic system instead of less. 


The basic social interest lies in increasing rather than 
in decreasing production. If the economic system is 
to serve its main purpose of raising the standard of living 
production in each industry must be coordinated with 
production in related industries. Furthermore, those who 
derive their income from one industry must receive a fair 
share of the national income. This requires fixing proper 
price ratios for the commodities of the various indus- 
tries. It also necessitates a more equitable distribution 
of income as wages, salaries, profits, interest, and rents 
in order to furnish the maximum demand for all com- 
modities. Those who are experimenting with the NRA 
cannot escape these facts. ‘They must be faced as an 
_— to a return to the economic chaos of laissez 
aire. 


In the Current Periodicals 


Round Table. March, 1934 (Quarterly). 


“The Empire, the League, and Security.”"—The British Com- 
monwealth must face two problems in regard to security: first, 
“whether its members are sufficiently earnest supporters of the 
League-Kellogg Pact system to undertake to enforce the sanctions 
against an aggressor ... ”; and, secondly, whether an Anglo- 
American understanding can be reached on the common concern 
of the two nations in any threat of war and either on a joint 
use of power or a joint maintenance of neutral rights. 


April, 1934. 


Bliven, Bruce, editor of the New Republic. “What of Roosevelt 
Now?”—The President is even more popular than he was six 
months ago. Certain groups are, however, sharply critical of the 
NRA program: big business, the small retailers, radical farmers, 
and ultra-radicals. If prosperity does not return, there will 
——. be “a really serious attempt to develop an American 
ascism. 

Harding, Gardner, former secretary National Trade Council. 
“The World at War for Trade.”—Recovery, for most of the world, 
depends largely upon “the restoration of markets for something 
approaching normal export trade.” An understanding on economic 
questions must be reached between the United States and Great 
Britain. The trade policies of Japan,. Russia, Germany and 
France are sources of danger. 


Survey Graphic. April, 1934. 


Chamberlain, Joseph P. “The High Commission for German 
Refugees.”"—The American representative on the Governing Body 
of the High Commission describes the meeting in Lausanne last 
December. A majority of the 60,000 German refugees are self- 
supporting. Others need re-education either for a new occupa- 
tion or for adaptation to new conditions. The High Commission 
is to find them homes and assist their readjustment. 

Davis, Michael M. “Change Comes to the Doctor.”—Plans for 
sickness insurance developed by many local medical societies have 
been opposed by the American Medical Association. The Amer- 
ican Hospital Association, on the other hand, is furthering plans 
for group insurance against the costs of hospital care. Coopera- 
tion is needed between physicians and the general public in work- 
ing out a plan which will be mutually satisfactory. 


Foreign Affairs. April, 1934. 


Stolper, Gustav. “Politics versus Economics.”—The former edi- 
tor of Der Deutsche Volkswirt finds that the state is setting itself 
up as “lord and master of the economic destiny of the nation.” 
Whether or not it will be equal to the task is “a question of the 
moral and intellectual qualification of leaders and masses alike. 
On this question hangs the destiny of capitalism and democracy.” 


Current History. 


Warren, Charles, Assistant Attorney-General of the United 
States, 1914-1918. “Troubles of a Neutral.”—If the United States 
is to remain neutral in future wars it must be “prepared to impose 
upon the actions of its citizens greater restrictions than interna- 
tional law requires.” It must also relinquish many rights, hereto- 
fore claimed. The price of neutrality will probably be too high. 
Therefore the United States should consider joining other nations 
in “all practicable movements to prevent the occurrence of any 
war. 
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